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Perhaps you have been listening to a radio program of 
music or drama or a news commentator, and in the midst of 
the program your attention was called to the virtues of some 
brand of toothpaste or coffee or gasoline or chewing gum or 
face powder. Or perhaps you have been reading a magazine, 
and as you thumbed it through your eyes have been attracted 
to page after page of pictures showing you things which you 
are urged to buy. Or maybe you have been riding on a train 
or bus or in your own car, and as you rode along you saw signs 
telling you about various kinds of automobiles, cigarettes, 
bread, tires, gasoline, or sausages. 


Customers Wanted 


All of this advertising means that certain men or groups of 
men have produced things which they want you to buy. Each 
one is anxious to persuade you to spend your money for his 
product rather than for the product of his competitor. These 
producers are not primarily concerned with supplying a par- 
ticular need of a particular group of people. They have a lot 
of goods which they hope to sell, and if they can sell them at 
a high enough price, they will make some money. So they 
advertise for customers. 
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Usually there are a great many producers trying to sell the 
same product. You can see by this picture how many brands of 
toothpaste and coffee and flour and ginger ale there are on 
sale in just one typical American city. On the other hand, this 
intense competition has made men try in one way or another 
to get control of markets or of necessary raw material and thus 
get rid of all competitors. Once a monopoly is established, the 
producer can charge what he likes and the customer must pay 
or go without the thing he needs. 

This struggle among producers goes on not only in our own 
country but throughout the world. Merchants of one nation 
compete with merchants of another nation for markets and 
for control of necessary raw materials. International trusts or 
cartels are formed to control prices. Governments often take 
a hand in the struggle. They build tariff walls and organize armies 
and navies to protect the interests of their citizens. Sometimes 
the result is war. 


Goods Wanted 


Meantime there are millions of people in our own country 
and all over the world who do not have jobs or who cannot 
afford to buy the things they need. Therefore they do not 
have enough food to eat, or enough clothes to wear, or decent 
houses in which to live. | 

Because the needs of men and women are not being sup- 
plied even in the midst of plenty, some people are beginning 
to wonder whether a better way can be found to produce 
and distribute goods. They see also that unless people can 
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afford to buy goods, producers cannot keep factories open 
and employ men and go on paying wages. Thus, the consumer 
is essential to the producer and his purchasing power must be 
conserved and increased if we are all to have the full advan- 
tages of mass production. 


Another Way 


For many years men and women in various parts of the world 
have been experimenting with another method of producing 
and distributing goods—a method which is based not on com- 
petition but on cooperation. And this new idea has spread until 
it has become a great movement. 

It began in England, so the English word "cooperative" has 
been taken over and adapted into the language of other coun- 
tries. In France it is spelled coopérative, in Belgium coopératif, 
in Sweden kooperativa, in Bulgaria kooperativna, and so on. 

Look at the chart opposite page |. Today there are coopera- 
tive societies in practically every country in the world—465,000 
of them—with a membership of more than 139,000,000 people. 
That's more than half the number of Roman Catholics in the 
world and two-thirds the number of Protestants. 

Just what is a cooperative? It is a group of people who come 
together and organize for the purpose of supplying themselves 
with certain goods or services. The central idea of coopera- 
tion is that those who are going to use what is being sold or 
produced should own the store or factory and decide how the 
business is to be run. 
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The First Cooperative 


It all started back in the 1800's during the years called ‘the 
hungry forties.’ There were about 1,500 people living in the 
little English village of Rochdale. Most of them—men, women 
and children—worked in the woolen and cotton mills. They had 
to work long hours, from six in the morning until eight at night, 
and for very small wages—a penny or two an hour or about 
forty-five cents a week. They were miserably poor and could 
not afford to buy the things they needed. Finally, there was a 
strike and the workers demanded higher wages. But the owners 
insisted that they could not afford to pay more. The workers 
lost and the strike leaders were discharged. A few of the peo- 
ple who had a little money saved up sailed to America, but the 
rest could not escape from their wretched homes. 


_ At last some of them got together to decide what could 
be done. Some wanted to send a petition to the king. Others 
suggested a political demonstration. A few had heard about 
the ideas of two men named Robert Owen and Dr. William 
King who had been trying to help workers like themselves. 
These men saw that the people who worked at the machines 
could not afford to buy the things which the machines made. 
Therefore they said, "Let the workers own the machines." But 
how were these poor, hungry people to become owners of 
the machines? It seemed a foolish dream, but a few brave 
souls—twenty-seven men and one woman—started to save 
their pennies. They called themselves "The Equitable Society 
of Rochdale Pioneers." 
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At the end of one year they had saved $140. They could 
not buy a factory with that but they could open a grocery store 
and run it themselves. In this way they could save for them- 


selves the profits made by the private grocer and their pennies 


would go further. They rented a basement room in an old ware- 
house on a dingy street called Toad Lane. On the shelves they 
placed a small stock of goods—butter, sugar, meal, and can- 
dles. And on the night of December 21, 1844, the first coopera- 
tive store opened its doors! 


A Dream Comes True 


Rowdy boys and skeptical townspeople stood outside that 
first night and made fun of the new store. But at the end of 
the first year the Pioneers had done $3500 worth of business, 
their membership had grown to 74, and their capital to $900. 
Just seven years after they started to save their pennies the 
Pioneers bought their first factory—a flour mill. Two years later 
they owned a shoe factory, and by 1855 their own cotton and 
woolen mill. | 

The dream of the twenty-eight hungry workers had come 
true, though not in just the way they expected. They had started 
with the idea that workers should own their own factory. But 
the Pioneers were not all weavers. Their ownership of store and 
factory was not based on the fact that they were workers, but 
on the fact that they were the consumers who were going to 
use the goods being sold and produced. This has proved to 
be a much broader and more inclusive idea than ownership 
by workers. It is ownership by consumers. 
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STORY OF THE ROCHDALE PIONEERS 


IN 1844 
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i. =P 
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DECLARED NEW PRINCIPLES OF DOING BUSINESS 


AND IN 1934 THERE WERE 
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The picture shows how the little Rochdale cooperative grew. 
It was not luck. Nor was it only because of their courage and 
determination. They succeeded because they hit upon certain 
simple rules and methods of doing business which have come 
to be the basic principles of the cooperative movement all 
over the world. Long and varied experience seems to prove 
that whenever these rules are followed cooperative societies | 
succeed, and that when they are organized on any other basis 
they usually fail. 


Basic Principles 


First, the Rochdale Pioneers believed in democracy. They 
invited all to join and gave each member one vote regardless 
of the amount of capital he invested. 
To this day cooperatives maintain open and voluntary mem- 
! bership. To become a member one must buy at least one share 
of stock. If a person does not have enough money to buy stock 
at once, he can begin buying from the cooperative and the 
profits from his purchases will be applied toward payment for | 
| his initial share of stock. 
| Then, to maintain democratic control, each member has one 
| vote. No matter how much or how little money a man puts into 
a cooperative enterprise he is allowed one vote. This is very 
different from the rule followed in the ordinary business corpo- 
ration or firm. There the man who has !00 shares has 100 votes, 
| while the man who has one share has only one vote. So money | 
| talks, and controls the policies of the business. In a cooperative 
the men to be served do the talking and decide in true demo- 
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cratic fashion what is to be done. Cooperatives insist that ''men 
should control money," instead of letting money control men. 

Secondly, the Pioneers were trying to make their pennies 
go further and started out to buy their supplies at cost and 
run their store without profit. At the end of the first year they 
had $160 left, so they decided that their members had been 
charged too much and this profit was returned to them. 

A cooperative store or factory, therefore, is operated at 
cost and any surplus left over after all expenses are paid is 
returned to the members as a patronage dividend according 
to the amount of their purchases. Sometimes cooperative soci- 
eties return dividends to their members in the form of special 
services or social benefits instead of paying them back in cash. 
For example, the Belgian societies have built recreation cen- 
ters, libraries, nurseries and even hospitals for the use of their 
members. But the fact remains that the surplus belongs to the 
members and they have a chance to decide by democratic 
vote what shall be done with it. 

Because the cooperative is organized to operate at cost, 
members receive a fixed rate of interest on the money which 
they invest. The twenty-eight Pioneers made tremendcus sacri- 
fices in order to get together their first $140 capital. They 
wanted to be rewarded for that sacrifice in the form of interest. 
So they paid themselves the lowest rate of interest offered in 
those days. 

This principle too is very different from what happens in 
ordinary business practice. The reward of capital is not fixed. 
It goes up and down according to the profits or losses of the 
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business. So men speculate and sometimes receive very high 
interest on their investments. Cooperators insist that capital 
should be rewarded with only a minimum rate of interest. 


Other Cooperative Rules 


In addition to these important principles there are certain 
other methods of doing business which have come to be 
adopted by most cooperatives. Goods are sold at prevailing 
market prices. This avoids the possibility of a price war and 
protects the cooperative against selling too cheaply. The dif- 
ference between the selling price and the cost price is what 
private business calls a profit. The attempt has been made in 
most European countries to tax this surplus just as private profits 
are taxed. But cooperators insist that this amount is an over- 
charge which is returned to members in patronage dividends, 
and should therefore. be exempt from taxation. 

' Most cooperatives. sell for cash only and do not extend 
credit. Also wise cooperators set aside part of their surplus 
in a reserve fund to cover depreciation, any emergencies that 
may arise, expansion and education. For education is a vital 
part of the cooperative movement. Through group study men 
and women learn the principles behind the movement and thus 


-enthusiasm and loyalty are developed. 


Because cooperatives are interested in human relationships 
and conserving human values, they always try to deal fairly 
with their employees. Those who have studied the English co- 
operative movement report that the "co-ops" are by far the 
most satisfactory employers of labor in England. However, the 
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conflict between the interest of consumer in desiring lower 
prices and the interest of producers in wanting higher wages 
has sometimes resulted in labor troubles. This is a problem 
which the cooperative movement as a whole has not yet solved. 

Finally, cooperatives try to cooperate with each other. The 
movement has been strengthened by the organization of local 
societies into wholesales and the setting up of central educa- 
tional agencies. In this way all have the advantage of large 
volume buying, expert advice in problems of management, as 
well as greater resources for the educational work that is so 
vital to the movement. 


Four Types of Activity 


In general, there are four main types of activity which have 
been undertaken by cooperatives—purchasing, finance, mar- 
keting, and production. 

By far the most important is the purchasing cooperative. This 
is an organization of individuals who, like the Rochdale weavers, 
pool their purchasing power to buy any and.all forms of sup- 
plies and services together. The group has the advantage of 
quantity buying, and as it grows in size and résources it may 
buy a warehouse and become a wholesaler. Eventually, like the 
Rochdale Pioneers, it may buy a factory and produce the goods 
it wants at cost instead of buying them from a private manu- 
facturer and paying a profit. Thus the purchasing or consumers’ 
cooperative tends to transform the private ownership system 
of production and distribution for profit into a system of con- 
sumer ownership and production for use. 


> 
4 
i 
| 
) 
| 
| 
} é 
| 
| 
j 
) 
| 
| 


Next there is the finance cooperative. Most of these are 
called credit unions, and are designed to meet the credit needs 
of people with small incomes. This cooperative starts with a 
group of people who pool their savings and thus together have 
financial resources which they do not have as individuals. The 
credit union makes loans to its own members at low interest 
rates. 

Then there are marketing cooperatives—groups of individ- 
uals, generally farmers, who produce separately but pool their 
products and market them together. Thus they are able to pro- 
vide for themselves at cost the service usually provided for 
them at a profit by the middleman. Often they set up coopera- 
tive dairies to handle their milk or central agencies for the 
grading of such products as fruit, eggs or cotton. 

Finally, there are producers’ cooperatives, groups of indi- 
viduals who actually pool their labor, produce together, and 
share the income from their labor. There are very few coopera- 
tives of this type. The most striking example in the United States 
is the Delta Cooperative Farm in Mississippi, an experimental 
project set up recently by Sherwood Eddy. Here thirty families, 
who used to be sharecroppers, live together on a 2000-acre 
farm and work together cultivating the land. At the end of the 
first year the venture showed a net profit of more than $9500 
which was then divided equally among the thirty families. 

Thus the cooperative idea has been adapted to meet the 
needs of various groups of people. It has developed in different 
ways in different countries. In Great Britain cooperatives have 
been mainly interested in the business of retail distribution of 
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food, clothing, household goods and so forth. In Denmark co- 
operation has answered the need of farmers, taking chiefly the 
form of marketing cooperatives. 

In Sweden cooperatives have made their greatest contribu- 
tion by becoming wholesale producers, waging war on great 
monopolistic corporations and forcing them to lower the prices 
of important necessities. Let's take a quick look at the devel- 
opment of the movement in these three countries and see what 
the cooperative idea has meant to their people. 


COOPERATION IN GREAT BRITAIN 


Seven million Britishers, representing half the families of the 
nation, belong to the cooperative movement. This picture shows 
how much of the business of the country is done through co- 
operatives—one-twelfth of all the retail business of the coun- 
try in 1934. Cooperative stores distribute one-seventh of all 
the food sold. The banking department of the wholesale 
society handles more than 34,000 accounts and does a busi- 
ness equal to the fourth largest bank in England. 

Over one thousand distributive societies make up the Eng- 
lish Cooperative Wholesale Society. This wholesale society 
has 139 factories and productive industries which turn out an 
astonishing list of different products. It produces more flour, 
shoes and soap than any other manufacturer in England. It 
owns its own steamships and has purchasing offices in all the 
large commercial centers of the world. 
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MEMBERSHIP RETAIL TRADE 
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The Scottish Wholesale is another great cooperative society 
which performs similar services and is the greatest distributive 
business in Scotland. Together these two wholesales own 35,000 
acres of tea plantations in Ceylon and India, and carry on the 
largest tea business in the world. They are also the largest 
importers of grain, butter, sugar and dried fruits in Great 
Britain. 

How much of what an Englishman needs can the coopera- 
tives supply? Practically everything. First of all, the family can 
buy through the cooperatives a modern bungalow, designed 
by the architects of the C.W.S., built by the C.W.S. Building 
Department and furnished completely from top to bottom with 
furniture and fixtures from co-op factories—rugs, lamps, tables, 
chairs, dishes and pottery, silverware, radio, pots and pans, 
washing machine, linoleum, drugs for the medicine chest, quilts 
for the beds and even the coal in the cellar. 

As for clothes, mother, father and all the children can be 
completely outfitted by the cooperatives with suits, coats, 
shirts, silk stockings, shoes, and dresses designed in the latest 
style. For baby there are tiny blankets and booties and dresses 
and rattles. Boys can get bicycles and other children their toys. 
And when the family goes for a trip, they can buy their trunks 
and bags from the cooperative store. 

Of course the co-ops can supply plenty of food. including 
their own brand of cheese, biscuits, all kinds of baked goods, 
tea, coffee, chocolate, preserves, and candy. The London So- 
ciety with its 535,000 members have over 200 grocery and 
meat stores as well as 50 dry goods stores. From it grand- 
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mother can buy her spectacles, and father his tobacco. The 
co-ops will get the family tickets for the theatre or tickets to go 
abroad, will dry clean or launder their clothes, give mother a 
permanent wave, repair their shoes and rent them a bus. Finally, 
when a member of the co-op dies, it will conduct his funeral and 
pay his family insurance just on the basis of their purchases from 
the Society, although he has never paid a penny premium. 

Between 1929 and 1934, right during the depth of the 
depression, English cooperatives returned to their members 
$600,000,000 as profit dividends. This meant increased pur- 
chasing power. And yet, in spite of this impressive record, the 
cooperative movement has done little to solve the basic eco- 
nomic problems of the country—unemployment, concentration 
of wealth, and so on. Perhaps as the movement continues to 
grow, it will have its effect on these conditions. Or perhaps, 
as many claim, cooperatives are not enough and must be sup- 
plemented by political action. Let's turn now to a country 
where this very thing has happened. 


MARKETING COOPERATIVES IN DENMARK 


Denmark is a small country. You could put two Denmarks into 
the state of Indiana and sixteen of them into the state of Texas. 
Some three and a half million people live there—about as many 
as live in Minnesota. And like Minnesota her chief wealth is 
her farm land. Because she is poor in other natural resources, 
Denmark has always been dependent on foreign trade, selling 
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some of her farm products abroad and buying back the other 
things she needs. Denmark exports four times as much per capita 
as the United States and imports more than six times as much. 
At the time of our Civil War, this little country was in a 
miserable state. A humiliating war with Prussia and Austria had 
robbed her of a rich province where 200,000 of her people 
lived. The soil of her farm land had become poor because of 
long misuse. The people who cultivated it were little more than 
serfs belonging to great feudal estates, and lacking both intel- 
_ ligence and pride in the work they did. What was more, Den- 
mark's chief export at that time was wheat and the market of 
Europe was being flooded with cheaper wheat from America. 
So the nation was on the verge of disaster. 
Yet today Denmark is a shining example to nations with far 
greater -natural wealth. Here is a people who by their own 
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efforts have achieved economic stability and security. There 
are no immensely rich people in Denmark. Neither are there 
any very poor people. Her system of social insurance, cover- 
ing sickness, accident, unemployment and old age, is more wide- 
spread than any other voluntary system in the world. 

From a nation of tenant farmers the Danes have become 
a nation of landowners. At least 97% of the farmers own their 
own land, as compared with only 58% in this country, and 
enjoy a standard of living much higher than a great many 
American farmers. In a world where there is terrific competi- 
tion for foreign markets this little nation has held her own 
because of the high quality of her products—her milk, butter, 
fat, eggs and bacon. How has all this come about? 


A New Nationalism 


First of all, there was a great teacher who was working among 
the people even at the time of their greatest distress. He 
inspired them with a new feeling of pride in their national ideals, 
their language and literature. He planted in their minds a faith 
in democracy and showed them how to use democratic methods 


both in government and in the organization of their business 


affairs. He preached a new kind of nationalism which empha- 
sized not military glory but intellectual and spiritual achieve- 
ment. This remarkable teacher has become the great national 
hero of Denmark—Bishop Grundtvig. 

Out of his teaching came the Danish Folk High Schools where 
young adults can learn how to sing and dance and how much fun 
it is to read books and discover new ideas. Today there are 
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seventy-five of these schools scattered throughout Denmark. 
It is estimated that at least one-third of the present farming 
population have taken courses in them at some time during the 
past thirty years. In addition, there are 2500 continuation and 
evening schools in towns and through the rural areas with more 


than 60,000 pupils. 


EACH FIGURE REPRESENTS ONE IN A THOUSAND WHO CANNOT READ O 
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This widespread educational movement in Denmark laid the 
spiritual and intellectual groundwork for both political and eco- 
nomic democracy, which has been expressed politically in a 
liberal government dominated by farmers and workers, and 
economically in the Cooperative Movement. 

The government has made it possible through loans and 
reform legislation for the Danish farmer to own his land. It has 
taken over the railroad, the telegraph system and the long dis- 
tance telephone lines. It has passed social security legislation. 
When it became clear that the farmers had lost their wheat 
market, the government took the lead in reorganizing farm pro- 
duction and shifted Danish agriculture to dairy farming and the 
raising of chickens, pigs, and cattle. 

On the other hand, the cooperative movement has supple- 
mented and extended the socializing activities of the govern- 
ment, and has enabled the farmer to hold on to his land and 
make a decent living from it. Let's see how it has done this. 

~ When the Danish farmer changed from wheat to dairy farm- 
ing and raising of livestock, he was handicapped by the size 
of his farm. Eighty percent of the farms in Denmark contain 
less than 150. acres. More than one-fifth of them contain only 
from one to nine acres, averaging two and a half city blocks, 
while another twenty-six percent of them range from ten to 
thirty-seven acres. On such small farms there is little room for 
pasture or the raising of food-stuffs, and it is essential that each - 
farmer make the best possible use of every foot of ground. 
Then, too, the income from these little farms is small and he 
must be able to buy his supplies and equipment as cheaply as 
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possible. In getting together to fill these vital needs the Danish 
farmers have learned the value of cooperation. 


Back in 1882 the first dairy cooperative was formed. Today 
there are over 1,400 of them patronized by 192,000 out of 
the total of 206,000 farmers, handling 90% of the milk supply 
and nearly half of all the butter. Then there are cooperative 
bacon factories where the hogs are slaughtered and the pork 


is cured; egg collecting societies, which collect, grade and , 


market the eggs both at home and abroad; cattle exporting 
societies to help in the business of marketing and exporting; a 
seed growing association to provide better strains of seeds; 
livestock improvement associations, credit societies to make 
loans on farm property, and a variety of purchasing coopera- 
tives to secure for their members at reasonable prices the best 
quality in food-stuffs, fertilizers, cement, coal, and machinery. 


Thus through cooperation Danish farmers have been able 
to apply scientific methods to the business of farming. Even 
the poorest have had access to the most modern machinery 
in the cooperative dairy or factory. 


And it is the men and women themselves who have taken 
charge of these cooperative activities. The people made up 
their minds to control the conditions under which they lived. 
The result has been summed up by a former American Minister 
to Denmark in the statement: "Denmark is above all a land of 
cooperation and a land whose people are very highly civilized. 
In fact, no people existing are more literate, more interested 
in things of the mind, more advanced socially, than the Danes." 
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COOPERATIVE SHARE OF DENMARK'S AGRICULTURE 


BLACK FIGURES—HANDLED BY CO-OPS 
EACH FIGURE 10% OF TOTAL BUSINESS 
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“TRUST BUSTERS" IN SWEDEN 


In the United States we have tried to control the power and 
cut down the profits of monopolies by passing anti-trust laws 
and setting up governmental commissions. But there seems to 
be another and even more effective way of doing the job and 
that is through the organization of the consumers themselves 
into cooperatives. Striking examples of the victory of the con- 
sumer over monopoly are to be found in Sweden. 


How the Fight Began 


The heart of the cooperative movement in Sweden is the 
Kooperativa Forbundet, the Cooperative Union, familiarly 
known throughout Scandinavia as ''K.F."' Thirty-eight years ago 
a few small struggling cooperative societies united to form this 
union as a purchasing agency. Immediately private business 
objected. Retail merchants threatened to boycott any whole- 
saler who sold to K.F., thus forcing the wholesalers to refuse 
to do business with the cooperatives. As a result, K.P. began 
buying direct from producers both at home and abroad, built 
itself a warehouse, and became a wholesaler. 


Oleomargarine 


Meantime the retailers had organized a ''protective asso- 
ciation’ and now persuaded the cartels and trusts which con- 
trolled the price and supply of certain necessities to refuse to 
sell to K.F. One of the most powerful of these was the marga- 
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HAVE GROWN IN SWEDEN 


# 
/ 
1910 
he 
1915 
> 
: 


rine trust. K.F. answered by buying a margarine factory and 
becoming a wholesale producer. A bitter price war followed. 
In 1909 the cartel had considered lowering its price but finally 
decided that reduction was impossible. Now as soon_as K.F. 
announced the opening of its factory the cartel quickly lowered 
its price. By 1911 the monopoly had been broken up and the 
price of margarine was established at a level which coopera- 
tives considered fair in relation to production costs. 


Flour 


Having tested its strength, K.F. continued its fight against 
monopolies by attacking in the same way the prices of sugar, 
soap, chocolate, and flour. In 1922 K.F. bought one of the 
largest flour mills in the country, the Three Crowns, and remod- 
it eled it into the most efficient mill in Sweden. Then came the 
A | purchase of a second large mill, the Three Lions, and the co- 
| operatives were independent of the flour trust. The cartel soon 

| tried to adjust its prices to cooperative prices but never quite 


succeeded; the cooperative price has continued to be from 
twelve to twenty-five cents a sack lower than the cartel price. 

It is important to remember that the cooperative whole- 
saler always has two important advantages in such a struggle. 
First, it is producing for a known market—a group of local 
cooperatives whose business is dependable because they too 
are serving a definite group of members. And second, it can 
count on the loyalty of its member societies to help finance 
its activity. Thus all along the line the spirit of cooperation has 
practical value. 
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Galoshes 

Every Swede has to have his galoshes! It sounds funny but 
if you ever lived in the country you would know that it is a very 
necessary and practical matter. For many years four firms, 
combined into a powerful monopoly, made lots of money sup- 
plying these galoshes. They could charge what they liked and 
the Swedes could not object. Annual profits were as high as 
77%. On a capital of less than $1,000,000 the four firms made 
over $12,500,000 in less than fourteen years and voted plenty 
of stock dividends besides. Good business, these galoshes. 

Then in 1926 the cooperative congress of Sweden voted to 
declare war on the galosh monopoly. Because of the announce- 
ment alone the price of men's galoshes dropped fifty cents. 
But K.F. said this was not enough, and tried to buy a factory, 
but the trust refused to sell at any reasonable price. So K.F. 
threatened to build a factory of its own. Then the galosh men 
remembered what had happened to the other cartels and 
agreed to sell one of its factories. K.F. completely modernized 
the factory and began production. Within a year the price of 
galoshes had dropped another seventy cents. In addition the 
same factory began producing automobile tires and by 1932 
was turning out 50,000 tires a year. 

What kind of people belong to cooperatives in Sweden? 
Swedish cooperatives point with pride to the classlessness of 
the movement. Although the largest percentage are industrial 
and factory workers, the membership includes all other groups 
of society including even a prince of the royal blood and cab- 
inet members. The next chart shows that the 534,000 members, 
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representing one out of every three households in the country, 
are drawn from all classes and occupations. 


A Service to All 


The importance of cooperatives in Sweden, however, can- 
not be judged by the size of the membership or the amount 
of retail business they do. Because of their expert manage- 
ment the Swedish cooperatives have not only lowered prices 
but have also set a new standard of efficiency in retail mer- 
chandising. Thus they have achieved real benefits for the entire 
consuming public. 


AN INTERNATIONAL COOPERATIVE 


The victories of the Swedish Cooperative Union led the way 
to a still more important development in the history of co- 
operation—an experiment in international production. 

During the World War the small peaceful nations to the north 
of Europe had difficulty importing the things they needed. The 
cooperatives of Sweden, Norway, Denmark and Finland tried 
to solve this problem by forming a joint purchasing agency 
called the Scandinavian Cooperative Wholesale. Leading 
Swedish cooperators soon realized that mere buying and sell- 
ing between national organizations was no contribution to real 
international cooperation. They felt that joint production of 
goods was necessary. They saw, however, that such activity 
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would at once come into conflict with other more powerful 
international forces that controlled prices and unless that con- 
trol could be broken, the cooperative movement could mean 
little in the matter of international trade. 

For a long time leaders of K.F. had been giving serious 
thought to the price of electric bulbs which was controlled by 
a giant combine, the International General Electric Company 
and dominated largely by our own General Electric Company. 
This cartel not only fixed prices but set quotas for all European 
producers and supervised the distribution of profits. It had 
organized the Phoebus Company with headquarters in Geneva 
to supervise the carrying out of price agreements and pro- 
duction quotas. 

In 1928 a study of the prices of electric light bulbs in various 
countries revealed that the cartel apparently charged what- 
ever the traffic would bear. In Sweden the price of a 25-watt 
lamp was 37 cents, in Holland and Germany 30 cents, in Den- 
mark 27 cents, in Hungary |8 cents, and in England 52 cents. 


David and Goliath 


To attack such an international monopoly seemed too big 
a job for one national cooperative to tackle alone, so the four 
countries in the Scandinavian Wholesale decided to act to- 
gether as soon as the proper steps could be agreed upon. 
Suddenly the head of the General Electric controlled factory 
in Stockholm resigned. This gave the cooperatives their chance. 
Quickly the Swedish K.F. took the initiative in hiring this expert 
manager and commissioned him to build a cooperative factory. 


|| 
| 
| 
| 
30 


It was not long before the walls of LUMA began to rise at the 
edge of Stockholm, and a handsome plant it is. 

Phoebus officials heard of this strange venture and did their 
best to persuade both the manager and the cooperators that 
the whole thing was absurd. They warned the new producers 
that prices in Sweden might fall very low, meaning ruinous 
competition for the new factory. The cooperators were not 
frightened but delighted by such a threat. In the words of 
Anders Hedberg, their answer was, "You and | represent two 
totally different interests . . . you want prices up, we want 
them down; you want to benefit stockholders, we want to ben- 
efit consumers." 

Soon after LUMA was completed, delegates from Sweden, 
Norway, Denmark and Finland met and organized the North 
European Luma Cooperative Society, and production began. 
It is a true cooperative organized according to the Rochdale 
principles. The stock is owned by the cooperative wholesale 
societies of the four countries and each society has equal vot- 
ing power in the matter of policy and control. 

Even before the plant was finished the price of bulbs had 
been reduced from 37 to 27 cents. And when LUMA bulbs 
were placed on sale, the cartel had to meet the cooperative 


price of 22 cents. 
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COOPERATION IN THE UNITED STATES 


About the time that the Rochdale weavers opened their 
store, a tailor in Boston organized a buying club which later 
became a store. Hundreds of small societies sprang up but with 
the opening of new frontier lands to the West and the coming 
of the Civil War, the movement practically died out. The hard 
times following the war produced another flurry of interest in 
cooperation. Two organizations, the Knights of Labor and the 
National Grange, encouraged cooperative buying, but again 
the movement failed to take root. In the early 1900's groups 
of immigrants from Finland and Sweden brought with them the 
cooperative methods they had learned in their native coun- 
tries, but their activity had no influence on American ways of 
doing things. | 

Then came the World War. During the war years railway 
employees and miners did not share the general prosperity. 
They tried to improve their standard of living through coopera- 
tive buying carried on in connection with labor unions. But the 
principles of the cooperative movement were not applied and 
again there was failure. 


Farmers Take the Lead 

After the war, however, came the real beginning of coopera- 
tion in this country. This time it was the farmers who took the 
initiative, chiefly because they had been hard hit by the loss 
of foreign markets. This picture shows what has happened to 


32 


| 

| 

| 
= 


our farmers in recent years. Instead of being independent, : 
nearly half of our farmers have lost their land and become - 
tenants. In contrast, look at the record of Danish farmers who i 
started not as free men in a rich country but as feudal serfs | ' : 
in an impoverished country. a 
American farmers began by organizing marketing coopera- a 
tives because they were interested in selling their produce. y * 
Very quickly, however, they saw the advantages of buying their Ez 
HOW MANY FARMERS OWN THEIR OWN LAND ii 
AK FARMERS WHO OWN THEIR LAND g 
FARMERS WHO ARE TENANTS 


IN THE UNITED STATES 
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supplies in quantity at wholesale prices and began organizing 
purchasing cooperatives. Starting with the wholesale purchase 
of feed, seed and fertilizer, they next proceeded to buy gas- 
oline and oil in the same way; then organized cooperative in- 
surance to cover life, automobile and fire; and finally set up 
stores and wholesales to handle groceries and dry goods. Today 
it is estimated that one-third of the six million farmers in America 
are members of at least one cooperative. 

‘During the last year farm purchasing cooperative business 
amounted to $309,000,000. Two thousand gas and oil coopera- 
tives are responsible for $48,000,000 of this total. It is esti- 
mated that $4,000,000 was returned to members in savings on 
gas and oil alone. There are 23 large wholesale associations. 
During 1935 these wholesales invested a million dollars in new 
buildings for warehouse and office space. The largest of these 
is the Central Cooperative Wholesale at Superior, Wisconsin. 
It ships goods to 130 member cooperatives in Minnesota, Wis- 
consin and Northern Michigan. Last year's business amounted 
to $2,830,000. 

The newest cooperative farm activity is the construction of 
lines to distribute electric power to rural areas. Eighty-five 
percent of the farm houses in the richest country in the world 
are without electric light and power, while practically all the 
farms in Germany, Holland and Denmark have been electri- 
fied. So 50,000 farmers in Ohio and several hundred thousand 
in other parts of the country are resolving to supply this need 
through cooperation. 

Five thousand credit unions with more than a million mem- 
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bers are doing business in every state of the union, providing 
loans to consumers with small incomes who otherwise must pay 
exorbitant interest rates to private finance companies. 


City Consumers Get Interested 


During the depression years there has been growing interest 
among consumers in towns and cities in the attempt to increase 
their purchasing power by cooperative methods. Five hundred 
associations are operating retail stores and a thousand more 
are rendering a variety of services including housing, bakeries, 
restaurants, medical care, insurance, telephone service, elec- 
tric power. | 

So cooperatives are on the march in this country. As yet, 
compared with the growth of the movement in other countries, 
the record is not impressive. Why has there been so little 
progress in the United States? Chiefly because we have been 
pioneers in a rich country. 

Until very recently, America has been the land of oppor- 
tunity. We have been a nation of pioneers who enjoyed free- 
dom and independence. We had before us a rich country 
filled with vast natural resources where men of ability and 
energy could make for themselves a fortune. There was lots 
of work to be done—land to be cultivated, factories and rail- 
roads to be built, mines to be dug, frontiers to be expanded. 
In the midst of such wealth we believed that every man should 
be able to provide a living for himself and his family. Therefore 
we made no plans for unemployment or old age insurance. 
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Americans were free individuals who could take care of 
themselves. 

Then something happened. There was no more frontier land 
to be divided up. Suddenly there seemed to be too many 
farmers, too many factories, too many mines and oil wells, 
not enough jobs. Sixteen million men were thrown out of work. 
And now, in spite of all our wealth, we realize that millions of 
our people are hungry, badly clothed, miserably housed, and 
unable to buy the products which our farmers produce and our 
machines make. So something seems to be wrong with our 
system of distribution. We have begun to realize that if our 
factories are to be kept open, and farmers are to make a liv- 
ing, we must find ways to increase the purchasing power of 
the consumers who are going to buy the goods produced. 


Applying Cooperation to American Problems 


More and more people are studying the achievements of the 
cooperative movement abroad and are beginning to wonder 
whether it would provide an answer to some of our problems. 

There is a need for more and better housing in this country. 
All sorts of plans have been suggested, and still progress in 
housing is slow. Building materials are expensive, labor costs are 
high, credit is difficult to get. Perhaps Americans could learn 
something from cooperative housing developments in Europe, 
particularly in Sweden. In Stockholm alone more than 80,000 
people live in cooperative apartment houses. Many of these 
have cooperative nurseries, play-rooms, gymnasiums, dining- 
rooms, and kitchens. 
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We have heard a lot about pre-fabricated houses, and seen 
a few perhaps. But cooperatives in Stockholm are actually pro- 
viding what they call "Magic Houses,’ which the consumer and 
his family can build for themselves. It has already been a thrilling 
adventure for 50,000 people in Stockholm suburbs. 


Competing with the Chain Store 


We have seen how in other countries cooperatives flourished 
because people found they could save money by buying collec- 
tively the essential commodities which they needed. These sav- 
ings in turn meant additional purchasing power. But in the United 
States because of the American capacity for business organi- 
zation, a highly efficient distribution system for food and other 
household necessities has been developed, known as the chain 
store. | 

These chain stores operate on a very small margin of profit 
and extend the volume of their business through as many retail 
stores as possible. In view of the low commodity prices offered 
by the chain store, a consumers’ cooperative store would find 
it difficult to effect additional savings for the consumer. 

The chain store, therefore, accomplishes one major objective 
of the cooperative, that of providing goods to the consumer at 
lower prices. But it defeats another important purpose of co- 


operation, namely the distribution of the profits to the cus- 


tomers of the store. Instead chain store profits go to a com- 
paratively small group of individuals. What is more, chain stores 
tend to create monopolies and thus place the control of prices 
in the hands of producing groups. On the other hand, we have 
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seen that consumers’ cooperatives tend to break down mon- 
opoly and protect the consumer from prices that are too high. 

Because of the difficulty of competing with the chain store, 
American cooperators realize that it is necessary to attack the 
problem of grocery distribution from another angle. The Con- 
sumers' Cooperative Association of North Kansas City was 
organized in 1928 as a Union Oil Company Cooperative. In 
1935 this wholesale distributed through some 300 local co- 
operatives almost $3,000,000 worth of gas and oil, batteries, 
tires, binder twine and other commodities—commodities in 
which the costs of distribution were low, the margin of profit 
high. Having accumulated sufficient support and resources, the 
Association decided to tackle grocery distribution. Seventy of 
its 300 co-ops were equipped and anxious to handle groceries. 
Within three months it swung into the field with a volume large 
enough to make possible effective competition with the chain 
stores. 

Sir William Dudley, manager of the great British Cooperative 
Wholesale, said when he visited America a few years ago, "| 
can see great hope for American cooperatives now that | realize 
that it is possible by starting with goods for which the margin is 
high to work back to what we in England feel to be the elemental 


needs of our people." 


Cooperative Department Stores 


Another group is trying to use similar tactics by starting with 
the retail distribution of clothing, dry goods, furniture, drugs and 
other commodities where the margin of profit is still large. 
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Edward A. Filene, of Boston, has set up a fund of one million 
dollars to organize cooperative department stores. The con- 
sumers themselves are to own the stores and share in the profits. 
He says, "The depression convinced me that a system of re- 
tailing, to be most effective now, must be a system in which the 
customers are not only securing every possible assistance from 
the distributors but also one in which they know and feel that 
all the profits are to be theirs. It has become a truism, by this 
time, to say that distribution is now our basic economic prob- 
lem. ... We can be secure only as we arrange for everybody's 
security; and we can have liberty only as we liberate the masses 
everywhere from the age-old struggle for mere physical exist- 
ence." 

This, then, is the basic problem of modern civilization—the 
distribution of adequate purchasing power so that men and 
women can buy the goods which science and technology can 
produce, thus supplying their own needs and making it possible 
for production to continue at the maximum rate. 


COOPERATIVES AS A SOLUTION 


We have taken a quick look at the nature and achievements 
of the Cooperative Movement around the world. We have seen 
that it is a vital movement with millions of members and that in 
recent years it has increased rapidly in both size and activity. 
But the important question remains whether the movement 
offers an adequate solution to this basic problem. 
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We have seen how cooperatives attack the problem. First, 
by returning patronage dividends, they enable the consumer to 
buy at cost and thus have increased purchasing power. 
Secondly, cooperatives become producers, attack monopolies, 
and force down prices, so that the buying power of all con- 
sumers is increased. But is this enough? 


What about Unemployment? 


We still have in the United States seven or eight million 
unemployed workers, even though production is almost back 


to the 1929 level. More efficient machines are producing the 


same amount of goods with fewer men. These workers, there- 
fore, do not have a chance to share in production and receive 
wages with which to supply their needs. Instead they must be 
supported by public relief, and the cost of this relief becomes 
a tax on the purchasing power of the rest of the people. Co- 
operatives start with those who have jobs and incomes. They 
hope by increasing their purchases to speed up production 
and create more jobs. But it is a long and doubtful process. How 
can they place money in the hands of unemployed workers so 
that they can become consumers? And what will they do about 
technological improvements that increasingly throw men out of 
work? As long as they are competing with private business, they 
must maintain the same efficiency and use much the same 


methods. 
What about Wages? 
The majority of our workers do not receive enough income to 
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enable them either to supply their own needs or to buy the 
goods necessary to keep mass production going. You have just 
seen the chart which shows the income of all our workers in 
1929. Nearly half of them received less than a thousand dollars 


~a year. Eighty-one out of every hundred received less than 


$2,000. The problem has ceased to be a question of trying to 
decide what they deserve for their work, and has become a 
problem of supplying them with money so that they can buy 
the products of farm and factory. In the end the workers are the 
consumers, and higher wages have become a vital economic 
necessity even to the producers. _ | 

Can the cooperatives solve this dilemma? Can they guar- 
antee higher wages without raising prices, and thus defeating 
their chief purpose? Thus far, working within the frame-work of 
the present economic system, they have given no evidence of 


being able to do so. 
What about Accumulated Capital? 


Or again, savings accumulate every year which are not spent 
directly for consumer needs. Under the present system, these 
savings serve as capital to be reinvested in new business 
enterprises where there is a reasonable chance for profit. By 
this reinvestment the money is paid out again to build plants or - 
pay wages and thus becomes purchasing power. However, 
since 1923 there has been an increasing amount of stored up 


savings for which no profitable investment could be found. So 


this wealth did not get back into purchasing power. 
How can cooperatives find a way to release this stored-up 
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wealth, so that it will again become productive and be redis- 
tributed as purchasing power? 


What about Planning? 


The engineer and the scientist have given the world the 
means of producing enough goods to satisfy the vital needs of 
all. As yet, however, we have not learned how to keep our 
productive plants going and our farm lands in use until human 
needs could be supplied. Many have come to believe that if 
we are to enter into this new age of abundance we cannot 
go on under the old methods of competition and monopoly. 
We must plan. 

Does the cooperative movement as a whole recognize this 
need for planning and offer the possibility of maximum produc- 
tion? The picture on page 41 shows how much food our people 
had in 1929 and how much could be produced if we planned. 


What about International Trade? 


Trade between nations has been made difficult because of 
competition, jealous nationalism and the fear of war. Yet we 
live in an interdependent world where problems of world trade 
affect the lives of all. Can cooperatives cross national boundary 
fines and organize the markets of the world so that the various 
nations will be producing, in accordance with their special skills, 
for a known demand? In this way tariff barriers could be re- 
moved and trade would become a peaceful exchange of goods 
instead of a competitive search for markets that often leads 


to war. 
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What about Government Control? 

In England and Sweden cooperatives have flourished under 
the influence of a friendly democratic government. In Germany 
and Italy the fascist governments have practically destroyed 
the movement. 

In Russia some would say that the government has been too 
friendly—so anxious to have the idea of cooperation succeed 
| that it forced the people to cooperate, thus robbing the move- 
ment of its democratic aspect. In the early days of the Soviet 
the cooperatives, like all other business enterprises, were taken 
over by the state. Then in 1924 they were reéstablished under 
strict government control and now act as the chief distributing 
agency in the country. 

Cooperatives maintain strict political neutrality, and insist 
that the way out of our economic difficulties is by economic 
rather than by political methods. But the attitude of the govern- 
ment may be a very serious factor in determining the success or 
failure of cooperatives. In what way do cooperatives propose 
to overcome the growing threat of dictatorship? 


Different Attitudes toward the Movement 


In the face of all these questions, what will be the future of 
the cooperative movement? How important is it destined to 
become? 

To some the movement is a means of improving the living con- 
ditions of the people, working always within the present economic 
system. It aims to establish a just price for the consumer, to elim- 
inate the usury of high interest rates, to give the farmer the 
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advantages of large-scale purchasing of his equipment, and many 
outlets for the sale of his goods. It provides a yard-stick for the 
price structure of private business, a standard for quality and 
efficiency, and a means of limiting excess profits. For these 
people most of the questions raised in the last section need 
never be answered by the cooperative movement. If it achieves 
the aims just stated, it will have served its purpose. 

To others cooperatives are a means of training the working 
classes in the handling of capital and developing the business 
mind that will be needed if labor ever wins ownership and takes 
over the responsibilities of government and management. 

Still others, and these include most of the leaders of the 
movement, see cooperatives emerging as part of a new social 
order in which competition and production for profit will be 
replaced by planning and production for use. To these coopera- 
tors the movement is both a means of training the people in the 
principles of the new system and also a peaceful method of 
transition by evolution rather than by revolution. They recognize 
that their goals cannot be achieved by cooperatives alone, and 
that other forces, such as government action, labor organization, 
and scientific management, are needed to help build a more 
orderly and more efficient economic system. Under the new 
order which they envision the interests of men and women as 
citizens, as producers, and as consumers would be served and 
economic as well as political democracy would be achieved. 
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